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EXECUTIVE SESSION 
S. 1015 

BEIDAY, JXJHE 1979 

I%dt)3d St^tds Senate, 

S^ibeoaaaittQe on Air sjod Hatsr 3?ol- 
lution, of til© CoiaiBittee on 
Publie works, 

q3s9 sui>cocmiitte@ mt at 10 a.m«, pursuant to s^aeess. In 
room 2^00, N@w Senate Offieo Buil^ding, senator EGisaand S« Muskle 
(chalnsa^i of tlm tviicomid.tii&9) ]pr88iding» 

l>ras@nt: ^nators RandbXph, Muscle j, Jordan, X^ntoya, 
Eaglston, 'BxeeiBy, Bsntsen, Cooper, Boggs, Bfiker, Beall and 
Buekley, 

Staff preseni: Barry I^yor, Counsel; Bailey Guard, assis* 
tant oMef clerk; leon G« Billings, and ^Ziiomas C* Jorling, 

Senator Maskie. Xat's take up So 1015, which is EFA. Sine€ 
this has to be considered by Banking and Currency, if we decide 
to gi\fe it that m&i lifi^t, I thinik we ought to eonsiitor it. 
I think it Btlght be helpfUl to, re^sh all of our reeolleetions 
if t asked Billings to read from a nemo whieh you received 
in March on tliis bill, whieh I think will outline quickly the 
p^?.'pose of the bill and the questions that are raised about ito 

Mr. Billings. Ti^ legislation is designed to assist 
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ecEHEunities with bond marketing problems and associated credit 
r 8. tings, obtain the local share of waste treatment plant con- 
struction funds at reasonably interest rates. T3ae basic assianrp- 
tion is that a BAA or loan bond rated eommmity would be able 
to get better financing by selling its bonds to the Environ- 
loental Financing Authority ireceiving necessary funds asid adjust* 
ed interest rate periaitttng ti^ Auti^rity to sell taxable bonds 
or groups of bonds on ths market and EPA taxable security is 
expected to bear a rate of interest better than tax-exempt BAA 
security. EFA will not be useful to those coniaunltles which 
have exhausted their debt capacity or to comunities which have 
reached statutory or constitutional rate lisiitatlons. 

The Environsrtental Financing Authority will be buying tax- 
exesipt samielpal bonds and iselllng taxable bonds , which Is a 
controversial area. 

The Treasury Department will argue that an Authority is 

■ 

essential if comomnitles with bad credit ratings are to meet 

tbBtit water quality responsibilities. The Investmetit Bankers 

certifies 

Association will ar^e the creation of another federal agency/ 
at this tltue is unwise; thckt there is already ji eiscess of 
agency certificates on the market and that the oai^cet Is not 
capable of financing both existing tax-exenipt and taxable bonds 
and that the creation of additional agency certificates will 
not relieve coBominities financing problems, because as a federa: 
bond It will attract money away from the noiniclpal bond maicket. 
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The present eeonoaic situation suggests a need for policy 
decision to reduce pressure on the market, and tl^ bond buyers 
suggest tha,t another federal agency certificate or a new cor- 
porate bond will add pressure to the municipal bond market. 

*Biare are a nusaber of special problems with the bill, the 
BK>3t important of which is tha relative role of Administrator 
of EFA and the secretary of the Treasury, 

Senator Moskie. I think that is enough to put it before 
you. own attitude about it is that I don' t have much or verj 
strong fteelings that it would be vBiy meaningful legislation ^ 
■^■j: is passed,. ? 

I met with some people who know the market and who deal 
with it, Just yesterday to get the latest feel of this. And 
the last paragre^hs Mr. Billings read Just about described th^yi 
attitude: that the creation of another federal agency certifi- 
cate at this time is unwise; that there Is already an excess /df 
agency certificates on th@ market; that the market is not cap- 
ca>le of financing both existing tax-exeunt and taatable bonds; 
and that creation of an additional agency certificate will not 
relieve communities* finaniing problems because, as a federal 
bond, it will attract money away from the municipal bond market. 

That is the essence of their ftoldUig about it* In the 
course of our discussion. They suggested that if the committee 
felt there was a need for helping communities which far one 
jreason or another don' t have a market for their bonds , that a 
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provision wbieh would allow tlie federal gove:rniient to iincier;'jritE 
tlie bonds of cosimunities would be laore useful. 

I think tlaere is som argument for tlmt« 

Senator Boggs< Hc»ir would that differ from this? 

Senator JSontoya. sort of a Fana^? May thing? 

Senator Muskie. It could be in ths forpi of extending fUll 
faith and credit to tbs coamaaiities, as I understand it. So 
the ctmmunity bonds would be sold directly on the market, but 
with a federal guarantee. 

ICr* Billings. They passed it in the Public Housing Act. 

Senator Montoya. Doesn't tbe Faxuiers Xiosae iC^ad Administra- 
tion do that, too, for rural areas? 

Mr. Billings, The Panaers Hone, Fanny May and Jenny May, 
and so on, are federal agency certificates. 

Senator K&askie. !C!hey are put on the pri'vate market by way 
of participation sales certificates. 

Senator Montoya. A guarantee to be better. 

Senator fiftiskie. it night be simpler and less complicated. 
The advantage would be tha:b -Uiis: form of federal assistance 
would tend to go to cofflBunities with higb concentrations of 
poor people, which have poorer credit ratings. 

Senator Montoya, what if their bond capacity was filled 
and what if their revenue bond also was fUlly taxed? 

Mr» Billings, There would be no way to circumvent the 
state constitutional statutory restrictions on either the amount 
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Of bonds or tlte maxii&um interest rate. I don*t see how we 
could ioipose that kind of a ohange in state or local im^ 

■ 

senator Muskie» Really, both prt^sals would help only 
coimmmities whose bonds are not marketable because of the poor 
credit rating of the comQiunity, I would think, a?hese are the 
only instances. I have no otjeetion to putting soiaething to- 
gether, but I am not so sure from the testimony we have had that 

Senator Monioya. If you are goisi^ to disappro"?© this — 
and X am inclined to agree with the t^ughts expressed iiBte 
why don't we devise sojae aitezmate metlKSd of finsmeing for com- 
iflonlties that woulb be able to do it by guarantee from the 
federal go-vemaent? 

senator Blaskie. How would it be to send both proposals io 
the Banking and Currency Committee, raising the questions that 
were raised here f They are more qualified, really, to evaluate 
those kinds of questionsj raise our questions and doubts and 
ask them to resolve them. 

Senator Boggs« I think that is a good point. 

Senates* Bentsen. a!hat is eai triefht with ne. That is more 
generally the Jurisdiction of the COMaittee • 

Senator Buckley • I thiiik it makes sense,' 

Senator Jordan. Didn't the Johnson Administration propose 
in '68 a guarantee in exehaxige for the tax-exemption, Mr. . 
Chairman? 
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Senator Muskieo Yes, which I don't lUted. I see. no reason 
to eliminate the tax-exesaption. 

senator Jordan. ix> we make that clear? 

Senator laisfcie. Yes* Why don*t we ask the staff t» put 
together a letter of transmittal and incorporate my of these 
questions and possibly the third point that we discussed this 
iBJming to the Banlcing and CuiTency Coiuaittee? 

Bfir* Billings. There ie yet a third alteamative, Mr» 
caaairman, which would be for the federal government to fiiiane^ 
One hundred per cent of the cost of tTae project with local u^r 
fees to pa^jr back the local 25 per cent. j 

Senator Iftiskie. in e^very eosimunityf | 

I 

Mr, Billings. No, in any comsunity which the Administrator 
- - .' ' 

determines couldn't finance their own project* ^Che Administra- 
tor could make ava^able the local 25 per cent and haw ^hat 
repaid to the federal governa^nt O'ser the life of the project 
by user fees, contractual arrangement. 

Senator Buckley. With interest? 

Mr. Billings. With interest at the sane rate that an in- 
veslwnt bond miight have. 

Senator Muskie. I think that would lead to very quick 
pressure for one handred per cent federal grant to all of them. 
How do you draw the line between those who would get tliat kind 
of assistance and thode wIm> would not? 

Senator Baker. I got in late, Mr. Chairman* i cQ>ologise. 
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Senator I4usls:ie. we hadn't been on more tbar* f ive ainu"tes, 
and we brought up the question of £FA. We reviewed the ques- 
tions that have been raised and tstmsmarizedt tiss testimony of botS 
sides. I e^ressed the personal opinion that I had doubts as t^: 
whether it was a loeaningfUl idea in terms of the problem. 

I tallced to isoioe bond pdbple from Hew York yes-terda^y and 
got the latent feel for it, n%e other idea that had been sug- 
SSested is timt had been suggested is that the federal govemsienl 
consider underwritii^ the local bonds that would qualify in 
accordance with criteria which identify their need. 

Then I suggested that majrbe we submit both of these pro- 
posals to the Baz^cing and Currency CksBaittee for evaluation of 
their marketability ^ their utility , their relevance to the 
soarkst, and so on. 

At that point, Mr. Bxllings brought up enotl^ir proposal, 
whiOh he hadn*t laentioned to ns before. It is new to ne as wei: 
as to youi that is, that any of these conssunities have need, 
that ean*t borrow the money, that the federal govermasnt pick 
ttp 100 per cant of the project costs requiring that 23 per cent 
of their costs be returned by user flees. 

One question I have already raised is that it seens to me 
that if we do that, very qiiSifi&ly the pressure would grow in 
order to make lod per cent federal grant to all conenunlties. 

And the other point I would make is thiss in connection 
with the user fee proposal in the legislation, we made the poini 
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that all you could provide for in order to keep user feas 
i^asonable level would be ^preoiatlon, not for replacement or 
expansion facilities, plus operating maintenaBce . Now you are 
adding wnxittiBT element ^ tSie reeovery of 1^ 25 per cent nunlcl- 
pal share. What, is that going to do to the level of user fees? 

Senator ^ntsen. iShe other problem you run Into is what- 
eyen covenants are outstanding on preceding bonds that you m±&ii 
be In conflict with In so far as utilization of user fees, 

senator Baker. I do not favor a direct federal guarantee I 
of the bonds foi' two reasons. We have gone through thld before 
in other matters in this coivmiittee« One, when you put a fe(^rai 
guarantee, a secondary collateral guarantee on a imanicipal bond 
or state or county bond for a particular purpose, you have in 
effect created a debt obligation which is superior to a fedterial 
d>ligatlon or federal debt security. You have created a tax- 
fSree, riskless security which will Just absolutely give the 
u, 3^ Treasury fits. 

Hbe way this has been handled in the past — and X think 
n^st appropriately, although we don*t now do it — is with the 
HHFA system, bond buying, in which case we mm to terms with 
the 100 per cent financing reguirenent or the partlea share. 
The absence of federal guaraiitee would get artnind the bond cove- 
nants, we simply provide in. those cases where you can*t sell 
yaw boxids that you still malce an effort to issue bonds accord- 
ing to their statutes, charter and previous bond indentures, and 
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previous bond indentures, and tben HHFA in that case, in this 
case EFA, would buy it. If at soaie future date, if HHPA found 
those bonds were uarisetable , if the bond laarket iiQ|>roved, they 

sell tl^SM. 

SO I thit& that an BFA approach or an HHFA approach is ] 
supejplor to a guarantee approach 5 but I think what I am sayirig 
is that I have tacnt suj^sted a range of concerns that is more 
obviously in the coii]|)etance of the Bajnkin^ and Currency Coffimitt€ 
than it is in durs. 

I would concur in thB suggestion that we send whatever 
alternatives we want to to Banking and Currency, as loi% as we 
don't send one to guarantee local bonds. 

senator Jj^^skie. Of course, one of the arguments raised 
by the people from Hew Yrok is tliat jSFA in effect gives the 
federal govermient entsry to the municipal bond market, thus 
giving those coirmainities a better standing than the coisMunities 
that go in on their own credit rating. 

TiiB a^^xmsnt about whether or not there is a limit to the 
miznicipsa bond market, I suppose, is one that will go on ad 
infinitum. But there is a feeling that there Is a limit. 

So, whichever way ybu go, you are going to create a new 
kind of animal that is stronger that the animals already in the 
field. 

Senator Baker. Hot really, because EFA is going to hav«l 

( 

! 

to buy those bonds at a rate -tdiat will preserve the market' to 
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those who don't. If EPA doesn't do that, then ycju have missed 
th9 boat. 

Senator Bentsen, That as part of the authority, is that 

a 

it be at a rate that Is/eos^titive rate. 

Senator Baker. EFA ought to buy them at some a^anitigful j 
•fipaction abow the market, ^so your first choice is to sell them 
on the open siarket. 

Senator Bentsez, As is the testimony before the committee. 

senator Sftisifcie. But the Administratoi* wculdn^t giw us 
the criteria to put in the bill. 

s 

senator Baker. let' s send it to Banking and Currency and 
aay it ought to be done that way with scaae meaningful criteria, | 

Senator Cooper. May i ask if we sent it to Baxiking and I 
Currency, would Banking and Currency make the final determina- 
tion? 

I£r. Billings. Hbe agreement. Senator Cooper, reached t»fo 
years ago is that the bill would be sent here with their agree* 
ment. when are through i^ith it, we send it batk to them, 
and we have no more to say. This is really a bill within their 
jurisdiction that they let us look at because of the relation- 
ship of the water Pollution program. 

Senator Gksoper. Are we releasing this? we cannot act upoi 
it any more? 

Mr. Billings. We release it to Baiiking and Currency, yes. 
senator Bfuskle. If we deci^ to do it. I brought it up 
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today that Senator Boggs, Senator Baker asked tliat we consider 
it before the rest of the hills, because it would require con- 
sideration by Banking and Currency. 

So the question is, under what terms and conditions do we 
send it over, we can -vetb it here. 

Mj*. Billinger. If we didn' t act on it, that would not pro- 
hibit another such bill fjrom being introduced and referred to 
Banking and Currency. But there isn't any great mi^ety over 
there to act. 

Senator Cooper. X think we have soi^ responsibility to 
act to provide eoflie means, or use nam instrument to provide 
mam Beans to finance these munioipalitiee. 

senator m^kie. IM-S is a big "if". Senator Ctooper. we 
stet with Bill S^ison yesterday. !l3iey could cite no instance bf 
a municipality that is within its bonding capacity that had 
failed to fii»i a narket. 

Senator Cooper. !^ point is, that if we approve ai: authbr- 
1^. with the Banking and durreney G^smlttee to work out the 
details, X feel we have some responsibility to establish some 
means to finance these cities. Xf they can't be financed, the 
authority would never work. 

X hesitate ^ust missing it, if tl»t is what our action i^ 
going to be. 

Senator MUskie. iimong the questions that haw been raised 

by the eoBBaittee a3ca wl^ther It would be advisable to add 
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sm'OVmT agency certificate to the mm&er that are now prolifer- 

atddj and what the ef£^ct of that vrould he on the sainicipal 

bond max'ket, XJe have got to he concerned Bhaat that hecause 

that affects possibly the ability of other minicipalities that 

don't seek this assistance to market theii' aeeuritles at a 

reasonable rate. 

So there is an interatction that we have to be eoiieemed 

about. In other words, the (^stlons that have been raised are 
are 

qpestions tiiat/i^re clearly uitiiiii tm Jurisdiction of the 
Bazdcing and Currency CoBsalttee and their coiapetenee tlaaxi hsre. 

Really, I don't know wbB' it corns s to us, because I don't 
know of any enviromaental considerations that are involved in 
this !i£echanism. 

!Sut I guess it is Just as well that we take a look ai; it. 

Senator Baker. Mr. Chaiman, I entirely agree. 'StiaX is 
what I was about to say a nmasnt ago. Actuall;jr, Z think if we 
were to examitie this matter at all^ it ovight to be after the 
fact, after Banking and Currency operates on it. Because there 
is no particular reason for us to be involved in this, there 
no aspect of it that is in our coiopetence and Jurisdiction, 
except the general category. 

I would think maybe we could Just send it to Banking and 
Currency ai^ si^, "look, we have got a program loBte that re- 
quires state and local participation, we know that there can*t 
be local participation unless we have got a govenmient ba<^p 
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of soEje type, Tiae Administration haa proposed EPA. senator 
{^skle thinks maybe we ou^t to consider other alternatives 
such as bond guarantees dr soiiiething <3lse, but we see no aspects 
of this program ifhioh impinges directly on outr JiKrisdietion. 
Therefore, we send it to you and do what you w^t to." 

Senator 0ooper*8 point about sending it back to us is a 
very iiiportaat one* Ma^ha that is what we ou^t to do. Maybe 
m ou^^t to send it to them and say, '^ou are the eaeperts and We 
aere not. If tliere is any problem, send it back to us to see 
how it might af£bet the total program." 

Senator Montoya. will tl^ir action be conclus ive on us? 

senator Baker. It would, unless they agreed for it not to 
be, 1 &iess« 

Senator Muskie. I don't know why it should come back, if 
w e agree in the first instance on the key Questions involved 
outside of competence. If the key question is the competsnee o:c 
another committee, we ought to send it to them. As to wl^thef 
or not this is necessary, that is a very hasy poiht to me, YOu 
can assume that Bmnleipaiities being in tins flnancica bind thi^t 
tiey are in that there must be cases wl-^re this would be useful. 
But we don't have any really good testimony on it. 

As I say, these people ve talked to yesterday could identi- 
fy no instances in recent weeks or months in which it might have 
been useful. Bit that is a cpiestion also for Banking and Cur-" 
rency to decide. 
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Senator Cooper « OMs thought casus to mind. Maybe tliis 
is not entirely proper, but the TVA got into trouble, Tbey 
used to c<^ tore and ask for appropriations. IHbey got up to 
finally about on6-toalf billion dollars a year, a great politi- 
cal issue, making big fights to get money, mibo^y voting 
for it. Bat everybody dosm tbere tboiaght it was a political 
issue « Tjbe s@lf- financing proposal was made which has enabled 
them to finance themselves, we had long hearings on it. 

X don't Imow if it is qpiite analogous, but you are trying 
as Chainoan of this stibeoaodttee -« we are all tiding — to 
ppovii^ a lissans to enable tl:@se communities to build ttoir waste 
treatstsnt system. Then it is under the environmental Juris- 
diction. 

we authorise $12 billion we may — or ^ billion, to 
provide the sseaj^^ If it doesn't provide the means, we are not 
doing tim Job« I recognize these detsdls to be sc^iething that 
the Banking and durx^ncy Oommittee could cbnsider better than 
we could. But somehow, if there is a way that we Can haiig on 
to this until we are sure that we have done all that can be 
done to provide ifnancing, ^ think we ought to do it. 

I <ton' t think we ought to dismias it. I would like to see 
it come back here for us to take a look at it. 

senator Bsuskie. Modifying Senator Baker's proposail sone-^ 
what, why don't we sa^, isi tlm letter that, considering the 
tremendous pressures up<m -ttunicipalities, it is likely in our 
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Judg^nt that assistance of some fom would be useful to eoni- 
Qunlties, that three proposals have been suggested. ^Bisse are 
ti3B tlMfee. lie would like to have tbe benefit of tiieir counsel. 

we would like to raise the questions as to the three tjrpea 
including tS^ question of the safeguards and the eril^ria that [ 
oiight to be inoludsd in EFil. If that is the one that, in their 
Judgeosnt, is the most advisable. 

Senator B^ntsen. Are you saying you aa?e recomiasnding it 
conie back, or not? 

senator £^skie • yjhy don* t sie put it that nt&y and avoid 
the crunch question of whether or not we are trying to assert 
^furisdiction? iJhy don* t we send it to them with a letter aekir^^ 
for tlieir counsel on the best means? That would be an invita- 
tion to them to come back to us. 

Senator Baker. J thinle you can ;}ustif;y it ctsnirtg back by 
saying: "This is beyond the range of our eoB]|)etenee as to the 
technical 1% sign, but th&t it ie very uaeh within our area as 
to its smpaet on the program. Therefore, would you design a 
progrtm for us that pex^ts the federal government to help 
local niimicipalities in financing their local share, if any, 
end send it back to us so we Can integrate that itochiziery into 
the total paCkai^e." 

Senator Bentsen. I don*t like to admit to ineoopetencei 
I would ratl^r say "beyond our Jurisdiction". 

senator Baker. I obviously exclude all of us from that« 
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(Laugliter.) 

^nator Ttinndy, in all due respect to Senator il^ntzen, if 

you 30^ it is beyond our Jiirisdiotion, why in ti;ie moTld should 
ti»y send it bad^.? 

Senator B^flBr« Tlaay may briKg up the question of compe- 

■ 

tence tbeiaeel'^s, if we don't do it first, | 

Senator B-aiskio, In asking for ti»ir counsel, we are not 
raising the jurisdictional qpiestion. In other word^, our agree- 
tnent has been that we consider it first and then, if we consides 
it favor£Pb»ly, we send it ho them. In the course of our coxt- 
^deration;, we are asking for thair coimsel. Ve afe not saying 
we are sencOng it, you see^ llben we can decide when we get 
their comiaei wiistiiar to send it back to theiofinally. we avoid 
tte question. 

If you are going to send it o^r with a string on it, you 
want to consider the ia^aet upon what we d6 with the nra^oaire 
aiEendnent* 

Senator Boggs, Send it, too. 

senator Muskie. with a string on it? Oo we want that 
hack? (Laughter. ) 

Senator Buckley, 'SbAt would be c3«arly within their eoniie* 
tence. (Laughter.) 

Senator Boggs. Send it, too. 

Senator Sliiskie. Should we send it separately? 

senator Cooper, we might send tSola to them and ask for 
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tijeir counsel. Then when we get thei!» counsel, we can consider 
it and decide tlmn how to deal with the Jurisdictional ques- 
tions. Bat sending it over in that fashion with a string on it 
mises the ^estion how to d^al with the Froxaire aissndaient. Do 
we want to send that over, too? 

senator Cooper. Let*8 get this out of the way first. 

Do you think it is ail right? 

senator Baicer. X think it is £ix». I think that is a 
good way to handle it. 

Senator Muskie. let's ask the staff to put ton^ther a ecsn- 
municaticn to tliem and tell them that we as^ pressing. 

Senator Baker, with all deference to Llayd Bentsen* s 
remark about competence , I think we ought ix> make it clear in 
the letter that we send that we Solicit their ctssistanoe in 
designing the technical aspects of tl:^ prograsa, but that we 
then want to take a look ai that to see how that inqpaets on the 
total progrom. 

, i 

senator Muskie. we tssR wozfc it that way without raising 
ths q^stion of Jurisdiction at this point. 

senator B^^oer. let m point out on these bonds. Just oh 
the point t!^ Chairman made about whether or not there was a 
showing that coimminities would be unable to or find it diffieuH 
to finance these things. What we are talking about in essenlse 
are re-venue bonds. Re-venue bonds ha-ve little to do with credit 
rating of comunities, but rather to do with the j^asibility 
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Import on that particiilar practice. 

It foakes it far more iinportant that we ha-ve sosnsthiiig like 
EFA or its equivalent to pick up these bonde when there is a 
clear social need involved, but there may be marginal feasibil- 
it?y. So it is less iwyolved with a general credit rating of 
coiiaunities than we would be if we are talking about gex^ral 
cibligatic«ial boxsde. 

Senator Copper « You sioring in small coeicBBinities with 
a limited nuuOiMSr of users, whether or not they can meet the 
payaients« 1 know one in own county that is solid rock. It 
costs so nuch, yet it runs right in 1^ lake* 

Senator Cooper* I kziow of one situation where some years 
ago a cxmmxDliBSf sold re-venue bonds to HHFA to finance a water 
system. And the only way that could be feasible was to pro- 
vide for the pa(^nt of interest only and no principal for the 
first nine years. Then after l^t, to start picking up a gradu- 
ated scale of pt'incipal p«^iment8« In effect, they were ganflbiing 
on the growth of tiiat coaaiunif?^. 

As it has turned out, it has worked out extraordinarily 
well, l^t no private patdM^r would have tbi'iight of the iiora- 
toriua on prinelj^l piQFttent for the first nine years* 

So, I think tl^re is souse need for soois kind of federal 
si^port* 

Semtor Muskie. There mre thirty-one states now that matcl> 
the federal program. 1<here is no reason why we shouldn't 
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iniJieate in the report on this bill and eiixhasize i; that we 
would hope the states woxad piek up 25 per eent of the cost of 

construction* It the case of 50 or store of thea, all they 

would ha^ to do is continue their present programs, oae re- 
minder, ttere is no reason why they shouldn't. 

Senator Ba&er. That will tal&e some careful draftsmanship, 

to ma!ce sure we don't Jeopardize iDennessee' s claija to set soise 
BDney hack. 

Senator Muskie. I don't sean in the bill. I mean surest 
to the states as a matter of policy that they don* t talce 
increased federal support, if that is idiat we appro-ve of, to 
relieve themselves instead of their localities of this cost, 
"BiBTB is ao reason wi^ we shouldn* t malsB a strong stateM-nt on 
that, whet?.&r or not they would do it by way of loans, which 
would be a way of dealing this, that would obviate tlae need for 
EFA. 70U wouldn' t have to worry about £FA in 1!i8nne88e6 , if you 
Imve your loan program* Otisar states would do the sasie thing* 

In any case , I think that is a point that I think wo ought 
to mabe, arid niaybe that gives an excuse to put the string on* 
Ijet's ask the staff to prepare a draft with perhaps Senator 
Baker on your side* That oleaj^ly is Baulking and Cur3?ency Com- 
mittee business. TSaere are those who «ant us to byp^tss Banikiiig 
and Currency* But I see no x^ason why we should* 

Senator Baadolph. Mr* Chairman, would you recap for us 
the Proxmir^ a^endisent as subject matter included in an earlier 
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piece of legislation? Tell U3 ims we got into it or what was 
tiffi story, and so forth. 

I tixlnk scaae members ought to knoi^ aijoiat tlia fact that we 
have bad this ^fore* That is all I ami saying. 

Senator J^skie* Last year it was offered as a floor amsnd- 
mxkt to the water Pollution Bill. So we took it to conference ^ 
Xh9 House did z»t consider it on iS£m±r side, 

so v& had quite a Ipng-drawnout discussion of it in confer- 
ence. It was finally resolved by taking it out. But the th^usl 
of tte :n*oxaiire ea»ndBient has been eonsidex^d in the Banking anc 
Currency Conmiittee , whsre indeed it should be, because it is 
related to the bill which takes cottnereial baidcs out of this 
kind of investoent bond field. 

senator Tunney, Doe en* t this give the eooiBereial banks 
the right to enter into revenue bonds rather than taking invest- 
nent bozdis out? 

senator Muskie. 73iat is right. Of course, ths arguoient 
is what that doed to the investment bankers, whether or not it 
in effect taloes then out. ISaaLt is the argpent. We had it in 
ths BasSking and Currency CoiiBBittee in connection with revenue 
bonds connected with housing, we finally amnded the Act to 
permit coBoaereial banks to a limited extent to gat into that 
field. 

Since Senator Frosoaiz^ was on the committee at the time, he 
has tried constai&tly to expand that exemption, fie tpled to 
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do It last year on tlie flbor with respect to these Iclnds of 
r e'veinie bonds, and sueeeeded on the floor. 

senator Kandolph, nd he appear and testify last year? 

senator laisMe. Not last year. 

Mr* Billings. Ba testified on the Water Pollution legis- 
lation last year on thfe question of effluent chax'ges, not on 
the question of the l?romire amendBient. 

Senator Bandolph, Bid }33 write a letter this year to us 

1 

in refarsnoe to aslcing inoiuaion of his astendsent in this pro* 
posed draft? 

Mr* Billings. Yes. Bs wrote a letter to the Coamittee 
and offered his affisndment. 

Senator Bicmtoya. Why do we have to send it to the Banking^ 
and Currency OosBBittee? why don't we ^ust not act on it tere, 
in view of ti^ conference action last year? 

Senator Haskie. It will be off on the floor. 

Senator Montc^a. T3mt, we can' t help. 

Senator Ifixskie. It really is a Baidcing and Canency Oortf 
mittee matter. I don*t thinik it has any place hate* It is a 
technical baniking question that the Banking and Currency Coni- 
mittee has had Jurisdiction over since it was created. I think 
it is ox» thix% to be aefced to consider it as a floor amsndnelit 
and anotdier thing to he asked to consider it in fOz'nal coi^dt- 
tee action. When it is before us in that fa^on, I thihk the 
clecm way to handle it is to ^efer it to a eonMittee that has 
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Jurisdietion, ^*u3t matoe it cleax* that we fion«t tMnk i^e have 
Jitarisdiction of this question. 

Senator Bentsen. I support that, Mr. Cihairaan. 

Senator Itomey. I do, too^ Mr. (Jhairman. 

Sexiator mBMj&, Rs.ther than Just kill it. If we kill it, ! 
we are in effeet assusiing Jurisdiction, 

senator Montoj^a. If we don't taise it up, we don't assume 
Jurisdiction. 

senator Wa^M-e, we knov« what -«?e are doing, though, would 
anyofie care to ibt a action? | 

^nator Bentsen. I will so move. 

Senator 'BiiBooy, 1 will second the motion* 

Senator &lu3kie. It has been moved and seconded that we 
refer the l^roscmire anendaiBnt to the Banking and Currency Coiar 
laittee • 

Senator Codper. senator Froscmire may off^r an aioendBient 
on. the floor if he wants to. 

senator Mu^ie. Since he is on the Baxdcing and Currency 
Ck^BSi^ttae, and it has Jurisdiction over it, he might urge on 
the floor to press it. 

laaave are dome competitive interests here, trying to get 
an upper hand owr each ot^r. It was prutty tiktd for me, arid 
I was on the Baalcing and Currency Oomnittee when we had extent 
siVB hearings on ths earlier or», it is pretty hard to get a 
feel of this thing. Yesterday i aslsed these fallows from 
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l^aw Yorfs:. Tliesr su^ested a foxioula that I hadn't considered 
before. T!tia.t is applying it to the Kroooaire amendmsnt dltfev 
ently to high- yield securities, as against low- yield, ooioes froia 
eoaiBaunities that are less viable where tbaxe stight be sosfte need 
for a broader market. 

But I mi not prepared to deal with it. X don* t have a 
feel for it, even thoiagh I was a msimBT of -ciie Baiilcirifi and 
Currency OoBSsittee. I think it makes sense to do that. If 
th^re is no objection, we will refer it to the Banking and 
Currency CknosmLttee , They night be uhhappy about it, but thsy 
can' t . loce.lly take issue with it. 

senator cooper. There is one other way you can do it, if 
it is not ae1a2>cl upon at allj, if soissbody wants to put the bill 
in, let them put it in. 

Senator Muskie. Thaif will keep shoving it to us, 

I think it is still offered on the floor, I suEqpose. 
Ti^re is Bom indication that the House isay include it in. their 
version of the bill# so we wasy not be able to get away from it 
But at least we otight to have sons Judgment tirtm the Banking 
aid Currency Cosodtiee as a guidance. 

Senator Montoya. i think the Chairman wants to be in on 
this before you have any actimi on the Kraocmire aaendaBnt. Ek 
is on a call with Senator Mansfield. If you will defer axxy 
action on that until he coiass back. 

senator Kandolph. Mr. Chairman, we are attempting to ait 
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a tiiae for our conference report on the AppalacMan legisla- 
tion to accelerate public works, 'Ba.t 1& wlxy X h&ve been run- 
ning in and out* Senator Ck)oper and otiiers of us this moming 
have been interrupted » 

By the w^, I thirA: it would be good to tell you that will 
be on a^esday at approximately 12 or 12:50, SonataM? Montoya 
is handling the Ms-cter for the coiaaittee and tte majority. 
Senator €k>oper will handle it on the other side • 

Senator Muskie« I think tlto rest of tl» coimaittee were 
agreed on sending the Proxaire aaiendiaBnt to the Baz^bdng and 
Gurreiiey Ccsoamittee, Before doing so, we wanted to iiaar from 
you. 

Senator Randolph, I would have no objection. 
Senator Madkiu, Without objection, it is re£^r3*ed to the 
eossxlttee. 

The last tijcae we had sOine discussion about some benchniarks 
for water quality standard^* senator ^Eunney had made a pro- 
posal — I don't thiiik he was laere the last tiiae when we diSr 
cussed that, because ha was presiding on the Senate floor — 
but since he is here now, I thouglit it laight be useful if we 
gave hlsi an opportunity to explain what be had in nind and that 
m perhaps did not define adequately at the last aieetlng. 

Senator Tiaiiney. Thaiflc you very nuch, Mr, chaimnn, i 
had a ieaiiris dusking the course of the l^arings that it was very) 
ijigportant that we establish sooe tlsse fira&e in which we achieve 
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a national water quaiitsr standaa:"^. I just for tJae purpose of 
dlecussion drafted soae aasandaents which i could Just pass 
■a£Oxmd to give some indication of what I am taiiviiig about, 

I am eertalnly xu)t wedded to this language. But I do 
tMxils. tlaat we had testimony, Chairman, froa Dr* Gordon 
McIK>nald tbat tl»re is no reason at all that within a ten- year 
l^riod that we could not aeliieve a national water standard whie 
would provide fbr recreational quality water^ assuming that 
there was no substantial ingestion of the water. 

On the araendmsnts that I have draften on page 19, as you 
see at the bottom, it says, "Neiir Section 305" on the draft hill 
and the others would be renumbered accordingly, I state, **The 
national tninimum water ipality standard shall be that level of 
water quality which, without limitation, shall protect fish and 
wildlife and allow recreational activities in and on the water 
without hazard to himian health, where t^re is no substantial 
ingestion of water." / 

Dr. Gordon McDonald, one of the counsellors on the Council 
of Environa^ntal Quality, in answer to a specific q^stion that 
I asked said that that could be achieved. 

I have something of an escape clause on Section 305(b), 
but not very much of one. It is a very stringent escape clause 

"Sect. 305(b) Variances from the requirement that the 
national minimum water quality standard be attained by Jtily 1, 
1976 shall be granted by any authorized agency only subject to 
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tiie following conditions s (1) after notice and public liearingj 
(2) on the basis of overriding public interest; (3) where ac- 
companied by progrsans of affirmative action certified by the 

■■ - ' , I 

Administrator to provide the national miniraum water quality j 

standard as soon as technologically feasible and in no event 

later than Deceoiber 51, 1980; and 0} where such variayvces and 

progrmns of affirmative action shall be reviei^ed continuously 

by the Adiiinislsrator and separately described in annual reports 

to Congress pursuant to Section 51^ of this Act," which Section 

514 requires rej^rts amlually to Gk}ngress, 

It seems tt use that this is very io^rtant. We have not 
only seen it in the case of pollution control, but we saw it in 
the case of our space program, that almost all scientists will 
tell you, particularly thdse people who are involved in high 
technology, will tell you t^at the only way that you can achieve 
a technological goal is if you have a time fram in which to 
achieve It and adequate resources, adequate money, to do the 
reseai-eh and development and build the hardwaro necessory to 
achieve that goal. 

1 think that although this is something somewhat dramatic. 
It certainly Is far less dramatic than the national staiidard 
that was applied last year by you, Mr. CSiaiman, and the other 
members of this Committee In air pollution control when you 
required that automobiles be essentially smog free within five 
years, I think that It is Important that we have a river basin 
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approach to our water pollution problems. 

OSiere is no creation that if you look at the pollution 
problems of ths rivers such as tlie Potomac, you ar6 not only 
talking about municipal sewage, industrial wastes going into 
the river, but you are also tallying about storm drainage over- 
flow; you are talking about construction in the area where you 
have a scirapliig of the surface by heavy equipment and heavy 
rains, washing soil nutrients down into the river. 

In other v/ords, it seems that we have got to have a river 
basin approach to the problem. I thirdc that the eoimaittee bill 
as it is drafted in ths print form, touches on that, but it 
doesn't specifically lock in on the io^rtance of a river basin 
approach. 

That is what X provided in tTasi amendment to page l6^ Sec*^ 
tion 302(d)(1), which is on the top of the page. It is under 
"(A) are deioonstrated by ^ysiiematic analysis to provide for tSae 
attainisent by July 1, 1976 of the national minimum water qual> 
ity standard at the least obst, subject only tc variances from 
ti:^ requirements of this subparagraph declared pursuant to 
Section 505 of this Act." 

So what we do is create, assuming that this languaiee would 
be apparopriate, a national standard. We seey that the national 
standard has got to be keyed into a river basin approaeh and 
tl^n, as em additional third amendment, which would be the 
amendment to Section 303Ca)(l>, page 17 > you would add a new 
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(a) and a new (f). You would say that you have got to use 
systematic analysis, systems technical analysis, to aehieve the 
goal. 

All of this was a part of the space piKJgram, really, it 

is one of the reasons the dpac;e program was so sueeessfulj that 
you atteispt to systematically analyze the vs^ious means of 
aehieuins a. goal and you choose the system that is most cost 
effective , 

As you can see in the amen<2iiient to Section 303(a)(2), 
which is the section on isiplementation plans by sta-tes, (a), we 
say "are demonstrated by systematic analysis to provide for 
attaizaaent by Jul3^ 1 , 197^ of the national minioeum water gaalit: 
standard at the least cost^ subject only to variances from tl^ 
requirements of this subparagraph declared pursuant to section 
305 of this Act," then tl^y have got another five years. 

Then (f), Just turn to page 17 of the Act, Section 303(a) 
(2), it says that "The Administ^^ator shall within four nasnths 
after date of the Act require submission of any mplenentation 
plans under paragraph ( ), approve or disaiqprbve such plan^ 
or portions thereof, "the Administrator shall strove «u6h plkis 
or any portion thereof if he determines that they were adopted 
after reasonable notice end pubUe hearings and that such plans | 
Then I have indicated there would be a substitute for (a) which 
would be the systematic analysis section and then a new section , 
some language contained in (f), ahead of the word "contained". 



1 

2 
3 

4 
5 
6 
7 
8 
9 
!0 
U 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 



29 

So it would read "Are demonstral^d by systematic analysis 
to be ths least costly strategies for water pollution control 
and ca>ateBient of river basins falling wholly or partly within 
such state and contain adequate provisions as is contaisied in 
Section (f ) as written by the coaanittee staff". 

So basically, tte policy question is whether or not you 
want to have a national standard which has to be met within 
five years, the earliest date, and t^n if it looks as though 
it would be very difficult to achieve that national standard 
within five years, then another five-year |>eriod is given, or 
four- year period is given, secondly ^ that you would have a 
river basin approach to achieving the standa3rds and you would 
use systems analysis techniques. You woUld encoura^ the Admin- 
istrator to use systems analysis itechniq^s to achieve that goal 
which would maxi that in the letting of contracts for research 
and development that the Administrator ^instead of Juet going on 
a waste- treataaent by wastdi-trea'tent plant basis, would be 
required to take an overview of the entire river basin, the 
entire river system. 

It seems to m that the only way we are going to clean up 
our waterways in this country is, if we do have an overview and 
we do have a syeitems apprbach aj^lled so that we get the most 
cost-effective method for achieving our goals. 

So that is the basis of my amendment. 

senator Handolph m^^s the point on the question of the 
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Prosoair© aaaend^nt that we do not have authority to refer tbe 
saoendiaent to the Barildng and Currency CoBmilttee, So I thizik 
what we will do is ask for the Baidslng and Cia*ency Comiaittee* s 
counsel* 

senator Bafeer, On the ProxiMxe aajendnent? 

Senator Randolph, I Just checked with the parliamentarian^ 
Thsy said a eoHsiittee could not refer soniething to assDther 
coBBOittee^i that was not witliih our ;}uri8diction. If we hAve an 
aa^iidMent pending before us, we can ^just not act on it. But we 
can' t ref^r the siiibject matter to aziother coamittee* 

Senate^" Muskie. How did it get in this comoiitteef 

Wf * Hdyer. it was an anendnent to the bill you introduced 
on water pollution, 

senator !&iskie« Was it an ainendiaent intaroduced pn the 
floor? 

j. ■ y 

Mr, Mayer, Yes. It automatically goes with the bill. 

senator Randolph, I jUst had a question and I felt the 

parliamentarian should be consulted, i aslced Barry "to call hint. 

That is his report, I have no desire for us to act in the 

matter. But I certainly doh»t believe — it was only my thought 

that we ha-98 any right to refer something to another edur 

aitte© , 

Senator Boggs. Take it to the floor aoA ask unanlaous 

consent to r^fer it to the Baling and Currency OoaBBiittee, 
Senator Huskie, what is the wish of the coBOoittee? 
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Senatos:' Randolph, I tliiiifc we Just igrnor© tbe mtl^r. Th&i 
is only a suggeetion. 

Senator S&i3lsle« Let's petss it on for tbe time being and 
get on to Senator Tunney's question* 

I don' t tMxSs. axi^ond ean quarrel with tl:© standard* I am 
not sure what its ixqpaet w^^uld be. In effect, what m would 
be setting up la a sisw plant standard for every plant that now 
pollutes, I would thlnlc* % don't know how else you could as^ivs 
at this qiUality of water without requiring pret^ near eooq;>lete 

performance by every incftxstrial and nunicipal polluter by 1970, i 

I 

unless tbs variance is pex^tted and in any case not later than 
1980. 

Senator Tunney. Tbs ti^gst date I don't think is as impor- 
tant , whether it be 1 976 j whether it be 1978 or 1980, Say, 
B»ke it 19S0 in the first instance. Within another five years, 
1985, I don't think that the date itself is as s3.snificant as 
having the date. !raiat is what I thinSc is the significance of 
the esnendstent. 

under the eoniBittee bill, page 17> Section 303 (a)(2), 
subsection (a) it says that "Tha Administrator shall, within 
four iBonths after the datd required for stA»8l88i6n of any io^le- 
mentation plans under paragraph 1, aj^rove or disai^rove such 
plans or each pdrtlon thereof. The Administrator shall approve 
such plans or any porticoi thereof, if he detenoines that they 
were adopl^d after reasonable notice and public hearing and that 
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with it J eebnomically or techno logically , you a2?e "tjentur- 
ing into a different kind or field. 

If that standard is set, I don't see aiiy need for the vl'mi 
basin approach — this first applies to the rlvev basin approach 
or the settisig of standards b^' You will hams set a 

a tandard that, it seems to Be, is the ultimate. 

Senator l£«ttnsy« It is mt the ultimate, HecA*eatiOiial 
sports witlKmt providing health hazards — 

senator Ma8lcie« Eish and Wildlife, som fish, some roiigh 
kinds of fish can survive in lesser <ittali1g^ of water than other 
kinds. 

senator Tunney. You have fish in Lake Erie. !I!hat is ahou^ 
the i&ost polluted Icdie in tl^ world. 

senator Mukkie. Tou say fish and wilflife. Are you going 
to assusss that it is the touehest fish or the ciost delicate 
fish? Fish and Wildlife encoopasses all of tbeia. X don't knoif» 
what the staxidord means. "vJhere thez« Is no substantial inges- 
tion of water** , what does i^t nean? 

Senator ^nney. In other words, if you are not drihking 
out of the s'ta-eam. 

Senator Maskie. If you are swiioaing in it, you have to 
^sume ingestion* 

Senator O^umey, But not substantial ingestion. 

Senator Muskie. I have taken in a lot of water. (Laughter i 

SexHktor Ttumey* The thing is that I have asked Mr. 
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such plans pi o vide for tiia attaimant of the water quality 
standards as expeditiously as practicable, but in no case later 
than three years from the date of the approval of such plans." 

The poist is with a three-year date, it Just encourages 
the states to ada^t very weak iopleiaentation plans, because 
thare is no way they are going to be able to achieve tough iioplc 
mentation plans in three years, in v& mind. 

So what icy section would simply do would be to provide thai 
tl^y would have five years plus Gunother four years to achieve 
the recx^eational water quality standards, which we had testi- 
mn:^ on from one of the counsellors of the Council of Economic 
Advisers that it could be achieved. 

Senator Msslcie . But| he didn* t say when. 

Senator TUnney. He said within ten years. He said by 
1980 , and he said this wets a -reasonable standard. 

Senator M;iskie. I still don't think that I know — - soioe- 
body sa^ *- what the iiqpact would be upon all conceivable varia- 
tions of pollution p2?cibiems and the polSxiters across the cqrun- 
try. inhere are tens of thousands of tham, of course. 

I Just don't ]^;now what tl:^ isg^t would be. When you are 
setting a deadline for the autoaobile, that Is a fairly visible 
p3?ob3em that you either decide to be tough about or not. But 
when you are talking about applying a similar kind oT deadline 
to "X" m2SiS>er of polluters with all the variations that one 
could conjure up as to their probles and their capacity to 
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Greenfield over at ^"Sk and I have also asked Br. Gordon Me- 

Donald wljether or not this standard was sufficient eircTaascribec 
to be Justiciable, and they said, "Yes," it was; it was, in 
fact, far better timn a lot of othsr standards thejr liad seen 
and that they felt that it was a good standard to be s^lied. 

THae problem is that if you don't haw a stanaard,,. the 
trouble I h&ve with the c<»miittee draft as it is written, Sfi*. 
caiaisnaan, is that you recpzire the Administrator to ^proye plans 
where you are going to have an attaimasnt of wa-ter quality 
3ta4i,dard3 as expeditiously as practicable, but in no case later 
than three years. X Icnow what that is going to mean. You are 
going to have iiopleiasntation plans that are weak. 

Senator Muskie. I agree with that. If we could find a 
nencisiaarit standard that we could define with precision, identifi^ 
with a dateline , that in nty Judgment would be ideal. But al- 
ways before, when we ha^?e struggled with it, we have struggled 
with the fact that we don*t really know what the inplieations 
are . 

I would want to ask 2)r. McDonald a lot of questions about 
ths ifi^lieations. For instance, we could set a standard that 
would be very clear and Judtieiable. ,}je say that no polluter 
shall, After that^adline, discharge any effluent of any kind 
into the waterways. OSiat is a clear-cut benchmark. 

Senator ^nney. But iBQ>raeticabie« 

Senator Muskie. But you may be aalcing the sasae thing. 
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i 
i 

ini>raetical)le performance from inciustrial polluters or marginal 
plants. 

jfOten I suggsst lay national effluant standerd to you, you 
know tliat is i!i]|>z^aetical, or you thixik you Know, In ths case 
of your staiidard, the question I am raising is timt I don't ' 
know ythethBT it is ia^actieal, because X don't knOtir what this 
standard is going to msan f^m. plavits that mi^t be able ©v^er ' 
soiae tiine, once you imow t^ir actual problems y phase into an 
acceptable performance standacpd. It alight iy& four or five years, 
I don't know what the in^ct is. 

So I would like to ask llr, BIcBonald, wl^n he says this is 
reasoxiable, does he have ixi t^nd its ii^act upon polluters 
upon different kinds of polluters, all the variations of pol- 
luters » r' 

In the Ruhr Valley, which is plotted as one of the great 
achievements In water pollution field, the Bhur Blver has been 
eleamd up so that it meets this standard, but the cost was 
making the Esse River an open sewer. So if you had thlB standaz^ 
in the Ehur, it eouldn^t work because it would appSy to both the 
Esse and the Bhur. 

I »ould liku to know osore about what the inpaet iSt I 
can't quarrel with the standard at all. How it relates to the 
time table or how it impacts upon particular polluters is a 
little difficult for me to envision. 

Senator Tuimey. As far as tte standeurd Itself is concerm^ 
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forgetting about tiie time fraiK and cost involved, you liave 
dosens of health agencies throughout the United States evaluat- 
ing this standard every summer. As a matter of fact. Just 
recently, in Calif osmia, we had a couple of years ago the beach 
at Carmel closed down because it was felt by the health officer 
that there was a health hazard to recreational sports, to body 

^orts, body contact sports in the water. Thay closed it down 

£>r about three or four months. 

OSien after tliree or four montj^^i, they took soiae saore tests 
axid titesy deteminsd that it was no longer a health hazard. IMS 
is going up and dorni the coast of the Uhited states all the 
time. 

Senator I^iuskie. I am not raising the question about the 
ability to monitor. I am tallcing about the iiapaat. 

Senator Tunaey. So there is no quarrel with the precise- 
mss of the standard as su(^h? 

Senator Miskie. No, although I would still like to under^ 
stand more fully what it means. X am talking about its impact. 
I Just don't loiow what its iisopact would be and whether or not 
it is feasible. 

we are tryiLng to get our pollution laws away flrom the 
standard of teclmological and economic feasibility as far as we 
can, but there ak« certain things you can't ignoz«. 

Senator Tumi^y. Oould we include this langua^ in the 
materials that are circulated for coBauent? 
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Senator B&iskie. Siire. I am not forecloeing, I am just 
trying to go through the process of ejcajoinlng the concept. I 
would like very inuch to see this eouaiittee con© up with a 
national water quality standard. If we can do it. I think this 
is as Imaginati-ve approach as we ha-^ had presented. I am not 
quarreling with that. 

Bat now 1 thii& we do ha"9© to loolt at its isiijact and see 
what it is going to B»an. 

Senator Bafeer« I want to eommeni Senator Timney for the 
proposal, Mr. Chairman, and agree with you at the seim time that 
zmed to examine Its impact. But tiie : necessity to exasiine | 
and understand ih no way dindnishes the importance or signifi^ 
eance of wimt he has said, . 

I have an idea that his proposed new section 305 inay he 
the moat noTel minifiBHo- standard airproaoh that I ha've seen pre- 
sented • It appeals to me a good bit more than the percentage of 
previous level of einissions as ttm case for autOMJhiles, so 
many parts per i!dllion thi^, that or the other, because it is 
songs thing that peq^le can imderstand. | 

But its very appeal in that respect is also a disad-vanta^ . 
because as Senator Bea,ll pointed out to oe, thare are areas of 
water in his state whex*e fish and wildlifis are j^bcO^ly thriving 
as they have always thrived, but there is clear pollution in 
the area. 

so it still does have a high eleaent of subjectivity. Bit 
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t}30 thing that appeals to m about it is that for the first 
tlm that I loiosr of ^ if we adc^ted this language, we would be 
establishing a national objective in understandable terms with- 
in a particular tints frame. If we can acconsoodate t^at purpose 
in this act, we are going a long way toward popularizing appeal 
that is iiscessary in carrying this burden. 

So I dOB' t think we ought to be unduly critical of tl^ 
proposal, l^eaoase it does hane a hi^ element of sub;}ectivit^. 
I thiiis: th© approach is goocu I think we ought to l»ar proof 
have consents iksw or later and keep tMs firmly fixed in our 
Biinds both in tha x^ater field and possibly later in tl» air 
field. 1 don*t know how you would express it in the air legis- 
lation. 

Senator Miskie. we had to populaxlEe it by esi^lamtion in 
the bill rati^r than in the language of the bill in the other. 

Senator Baker. Thid has a powerful appeal to say you az^ 
going to clean up the water by "X^^ day so you can swim in it, 
and so forth. HSMb is the sort of istuff that makes for populeir 
appeal. j 

Senator Bucjkley. Chainaan, I also think the idea ±4 
good. But in tcinas of practicality, don't we need to perhaps 
have some interim studies of the inventory of what aare the 
watersheds, lakes, and tkmn i^rhaps instead of a national goAl 
to be achieved by "X" date, regional goals of specific water- 
shed goals by a ^ries of dates, and also need to have the 
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estimate of cost or soms iciea of trhat we are clewing on, 

I do believe that tlalB i8> as Senator Bakier has said, is 
soisethixig that the public will uiaderstand and soasethiRg we cer- 
tainly wanted to acbiew ultimately. But perhaps we will slow 
oursel'ves down in certain ares^, if we hiiigad to that one single 
date for the entire nation* 

Senator Tunney. Of course, it is necessary to catalogue 
yoixr waterways. *I3»re id no question about that. And, If you 
want to include in the bill, the lan^age of tiie bill, a specific 
authority to catalogue, it can easily be done. The reason we 
d idn*t put it ra . bd^^h^ is baeause it would be assusaec 

! 

that if you give the DireeW of EFA the responsibility for 

establishing a natictial staiidard and ia^leroentation plan for 
recreational wateir quality « that he would have to catalogue the 
rivers. 

I have had dyiseussiona with Br. McDonald on this point. 
m says there is no question that it can be done, if you have 
a reasonable iOm frem in whiOh to aehievs the goal. The 
cataloguing of the rivers and the waterways, the harbors is no 
problem. But it is the tiias fjrame* 

Utaee years is unrealistic. OTen years is realistic. As 
I said to begin with, as far as the date is concerned, that 
doesn^t concexti we so touch, whether it is 1976 or 1978 or 19B0, 
with thsn another five years for leeway for extreiae cases. But 
what dc^s worry m is not to have a date, because I thix&: timt 
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we are going to approach thQ problem on a pleeeiaeal basis until 
we do get a date. 

VThen you talk to scientists and when you talk to nen viii^ 
are involved in Systems approacI»s to achieving technological 
goals, they will say with imanimity, that unless you have a 
tiJdd f^atiid you ca2i*t achieve the goal, because there is always 
t!^ stretchout. VJhat you are talking about really is resource. 
If you don*t have adeq^at9 resources to achieve a goal, you are 
iDt goizi^ to achieve it. They fml tHat if you want to clean up 
your waterways you have got to have the deadline. 

Just one last point, I would also like to have in the 
coBBnitte®*8 Hind to distiiigaish the national standard ftom the 
creation of a rive^^ oa.sin approach and using the systems tech- 
niques in ti» eurii^ of pollution in the river btoin. I thiiik 
that we have to e]&Q>hasize the river basin approach. I think if 
we don*t, we ar« kidding ourselves. JUst building waste- treatme 
plants here in Washington^ O. C. is not g6ing to clean up th4t 
IPotomae River, we have g6t to be worried about the developas^nt 
upstream, the agricultural runoff that is taking placd upstream. 
We have got to be eoneerh^d about ths farmyards, the dairies 
with the cow- droppings and having that go into the stream* 111 
of these thiK^jH, I thirik, have got to be taken into considera- 
tion. I think the only way you can take them into conslderaiior 
is if you have a river basin approach and if you use systems 
techniques, the same kind of systems techniques that we used 
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when we <lecided w@ were goiiig to get to fhB moon, 

so I <iif£^7entiate tbe rl-ver basins approa/oii end tbe sys- 
tems teeSsi'iiqiaes from t]» national standard, alt2K>ai^ I thinlc 
tha national standa3:>d id tSas goal that loalces the other cow^nr^ 
ents of the plan fit into place* 

senator Balser. It loasr be that we seeing a ^nesis ot 
a BucilEley-TunnBy bill, or vlee vei'sa, on tMs subject. But 
migjit I inquire, if we are going to have any testisK^ny on these 

proposals or eomBtittee print at which tim we could develop these 

I 

i^as with witnesses? ! 

senator lAidcie. It would smm to that we ought first tc 
have a reactiosi fro&i EFA on this proiposal. 

If we have -piat, perhaps in addition we would haire an oppoi 
tunity to ezaialne £FA people on it after they have had a chance 
to st^o^ so we eould get into Bcm of these practical questions 
involved. 

Then it ai^t even be necessary ^ if the i^a goes that far, 
to have a day of hearii^s on it. 

senator Balsir. would it be practical to have a day or two 
days of hearings io hear from EFA and arx^body else? 

Senator Haskie. ReosBiber, we are hard up against a July 1 
deadline . 

Senator Ooo^r, Mr. Chairman*. Is there any e:qperienc» in 

tiici j^eaaessee River basin beeaxase of tl» TVA which would throw 
aeay light on this question, senator Baker? 
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Senai^or Balceip, i think thss'a is. 

seimtor O)0per. Berlu^s tl^re should be a witnesd, to i 

xm^VBttmd about how systematically you go about Osveloping 
moorda of all ttm resourceci and effluents* tChey ha^e made sub- 
staxitlal progress in cleaning that river up. 

Senat03f Ba^r. I tMrik the sugsestlon Is well taken. I 
thixiik you aiad I would both invite both of tlseee gentleisen to 
Qcm down and see what TVA has done 

t, 

Ety •t^B way, to use a eliciie, tl^ Tennessee Ki*wer Is the i 

■ 

mly major riven in the Tftilted states that is cleaner in 1970 
than it was in 19^0, 

Ml*. !&yer. A nuo^r 6f these issues are raised in a mwb^ 
randum whleb Senator Randolph sent to the iBea&ers about what 
ttm Corps is doiiig now on its five or six power projects. And 
in tMs eonteact, -Uisy hai^ been using the basin approach as part 
of their efforts. Ttose Sports are supposed to be available 
±a July. If this is going to be eacaiainsd, chances are the 
people can be ai^o involved in presenting what thsy have found 
on their feasibility studies. 

senator Muskie. I liope we have got a bill out befm^ JUly« 

Hr. Hsyer. I thiiA that since they are talldng about a 
fllisig dat© of Ju2y 15, th® ehanc^s are people eondiioting the 
study can msUm a rather in-depth psE^esentation of what they have 
fomyi right now. 

senator Muskie. If the comittee is agreeatble, I suggest 
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that we submit Senator Tiimiey^s proposal to EFA for analysis 
and connent and it^ tbBm at tba saias tiiae to prepare for present 
Ing th^lr reaetlba to us in executive session so that we can 
^ into it somewhat. 

let* 8 set into tiba question of user charges again « 
Ifi:** Billings. 19iere is a mvxfs&x^m in the fblder prepared 
by Jim Jordan of Senator B^^iar's staff, wMeh disciusses tlsa 
issue of user eharees, entitled ^Staf f proposals for vaste- 
trealanant facilities grant program". 

On page 3 of that stei&oranduia are a listing 6f fUndaaaentai { 

I 

poli^ issues iiirhich go to th@ tpestion of user charges in sort 
of a logical progression. 

Senator Mzskie. I thinli those six (^estions identify Biost 
cf the policy cpiestions related to !Eitle II. !l!here say be others 

would you llfffi to go tl^oug^ thsiii and get sosss reading on 
how the eonsnittee reacts to tfasm without eonsiderii^ it '% final 
¥Ote or anything of the sort? It sil^t be useful. 

Ttm first <3tieetibn, "Should the federal governgent cease 
providing grant assistant to isunieip&lities for the es^anae 
and replaeenent of traste-treataiBnt facilities, once the presently 
identified need for such facilities is stat?" 

One way that could be done, of course, is the user chs r^. , 
8o I si^n^se if you answered this one, you are also iopliedly 
ariS%j@^ing "B" , unless we ^ust propose to leave them hanging 
out on a liii&> in five years* 
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230 you want any discussion of '^A" , or would you 133c8 to 
put tlie <p2d3ti6n? 

senator Beall* Could wa Im-oe the best of both worlds, 
perhaps? TSm 6oiSBiunitie« are developing all the time across 
thd comitry and many coisiminildjes aren* t evan ahls to proj'ect 
with azKy 43ag:^e of accuracy what thsir own growth is going to 
he , heeause of ^location of industry and that sort of thing. 

I am wondering if the federal govermoent doesn^t have a 
eontiming rei^nsihility to help coiimmnitiee who are caught in 
such a predicaigent five years fr^n now when soiaethtng he^spens 
to thsm that they didn* t envision today. 

Could you perhi^s im^m user charges ftor eooBaunities whos< 
growth is nomal tsaoA at the; ^ane tism enicm the federal govern- 
laant in ths act^ «^re yOu liave cOinonBal situations? 

senator Muskie. list m put ths cpiestion in t)0.8 fbna. 
Is it necessary for us to ste&e a decision lacm that there will 
lot be — we eouldn*t, if we wanted to — should we even try to 
state a policy how that at ^he end of ths pn^sent round of con- 
struction ^ riaaining problem will be dealt with by user 
elias'^s aeross the country? 

Senator Beai« Hien «r6 we encouraging the constmetlon of 
wlmt will be under utilised trea-t3»nt plants? Arc we encourag- 
ing people to move ahead at too rc^id a rate and over^constnlct 
to talce care of a imQd that may never exist? 

senator BSus^e. Oltat is a possibility. 
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Senator Bs^t, Ifct a vBTy real ones I don't think. Be cans! 
no matter trhat we say, sre can*t provide tliat tbe federal govern- 1 
imant cease at QCtm future date. Tm old saying is that Kissell 
Long used to say^ "Tbe Lord givetb, and the Lord a^GOceth away^** 
and vimi; is a pretty ^alr deal. 

I thilDilc tke most wa can do is what we are really atteiapting 
to do liere, to provide any fa<5ilit^ we build we are not going 
to^rebnil4^ that any facility we build , they are going to have 
to h&m U3er ehar^^ that ^ill guarantee a replatseisenti but that 
«e are going to continue to respond to new needs as they occur in 
tte future for a new plant < 

!Chat is really what we are going to end up with. 

Senator Muskie. Olhat is the realistic poli^« 

Senator Baker. If ybti tlo that, then the idea of under 
utilization OX' ovai^ building sort ef fades into insignificance, 
tacause the real prohibition oust be a forewaanolng that we are 
not £^ing to rebuild the plant, ''when tha thing wears out, you 
are going to have to rebuild It. so start Charging enough money 
new". 

Senator Boggs. I don't think you want to hold out to all 
of the pos8ib3A new comoBmities that the federal govomaent is 
gcixig to come in and build a treatment plant for then. I thihk 
we want to encourage them to figure that into the planning of 

the itm eoiiijiirai.i;lty » 

Senator Baker. If I had to answer question 1 or }^(a) on 
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pa^ 3, the answer wouldl i>e yes, as faac as existing facilities 
were concerned and no as jfar as new facilities are coneerx^d, 

iien.3.cor Bucliley* Can't tiie question be left open for tl» 
next couple of years? 

senator Beall, But you oan't leave it open and not have 
user charge s. 

senator Baiter « we etnild still laalce a provision that they 

i.. 

are going to have to che^^e user Charges that will guarantee 
the replaeeisent cost. 

senator Ma^Icie. I thii^ Senator Bator* s stateosent of it 
is tlsB only realistic om* Is tHare general agreement that ^hia| 
ou^t to he the nature of the policy? 

Senator Bo^s. I thiiaik it is a good statement. 

senator Huileie • That isseans that we agree , cne , that we 
build these plants in the first instance; two, that there will 
be user charges to cover operation, maintenance and replacement! 
tii&t is the pciicy we want to write into the draft, leaving oper 
tToB question of what prograifee we will have foll6ving on this 
one wtmn this authorization period expires? 

Senator Buckley. I would hope this would encourage user 
charges to be adopted generally. In which ease it wouldn^t be 
necessary for the federal govemment to cone in later. 

Senator MUSkie . Except where the plan has already touched 
on, new coisi&unities. Bit that is a problem you have to look at 
when you get to it. I don*t think you have to try to anticipate 
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f' £ 3 icKg as tl^ plants we now bulla are on tiieir own. That 
is ¥iiat we trying to do. 

senator Balcer. THiIb brings up aaotber problem: whether or 
not t!» re<^ir8BBsnt that tiaei providd for s^plaeen^nt is in the 
fbrra of a sinikjbtig fund in which event they have the looney on 
hand to build it and pa^ cash for it, or a covenant to sell 
bonds and isalce charges in the future sufficient to amortise the 
principal and interest of the debt issue. 

I am not sure we oem get that specific with it. We may 
leave that up to the discretion of the municipality* fiut it is 
going to come up. 

Senator Buclcley. ^ c^omptroller of new Yorit State, who 
has been in l6 Or 20 years, is \^t;^ auspicious of sinking funds. 
He says the ej^rience at least In oar state is that that mdbey 
is siphooed off. So if we going to do anything, it ought 
to have meaningful strings. 

senator Baker. >J@ miefht even have a m^date for either a 
state or federal trust fUnd in which a portion of the user 
charges would be available. 

Mr. Billings, we will be nseting on Wednesday of next 
week ^ith the Metro|K>lltan sewerage i^ency and see how they 
handle their depreciation ftands which they collect as part ot 
their user charges. Mayb^ we can get some language from them 
as to the best way to handle it. 

Senator B&tskie. Question "b", should ths federal govemmer 
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abandon its existing incentive foy state participation in the 
cost of oonstrueting minieipal waste treatment facilities? 

'Sim.t and "e" go to^tbsr. In othQV words, it is the 75 iper cent 
provision* 

Senator Boggs* Does thB 75 pes* coiit provision encourage 
tbe state to pa^tieipate or diseourase it? 

senator MusM®, i^obabl^ it eliminates wliatasver incentive 
is in eadsting tw, I thttik wbat we ou^t to foeus on is 
vfl^tber or not states that are now pas^tiGipating may abandon 
tbat participation because of the 75 per cent. I tbixdt we ought 
to indicate, as I said earlier » in tiB report the stronghold 
whet^ the stated will continue their support, so that the re« 
lief that we provide Mtq will go to munidpldities ratter than 
to the states. 

Whether other states who are xiot xk>w participating will 
come in, we will have no incentive as to them. Xndeed, we mky 
have reduced the incentl-ve for them. 

Senator Buckley. If we keep on varying the amounts, won*t 
this cause mmieipalitied to start drag£^ng their heels waiting 
for a 90 per cent contribution? ^ 

Senator Muskie. ^ai argument was made in * 66. ^9ie back- 
log of applications was greater than the funding, so It didh*t 
have that effect then. 

Bealljr, if we adopt the other principle, which we have 
established written into this bill, that we make all eomaunitiee 
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equal going back to '66, if we establish that principle, that 
would eliiBinate that possibility it seeds to tae. 3^cau6e they 
say, ^'Stm rate goes up, the federal govermoent will make us 
hold, because they have done it for other coBBmmities in this 
bill", 

TSoKi is alwd^s a probletn. It is alurays an argmasnt. How 
many tiioes have we changed this law since I have been here? 
!Shree or four tlsiss. Each time that argument is ii»de. Always, 
the federal funding falls si^rt of the applications. 

so there h&3n*t been a reluctance at the cosmtunity level. 
It has been at the Congressional level* 

senator l^&ll. How mac^ states have been contoibuting 4t 
the rate of 25 P^r cent? 

Senator Mu^kie. HWenty-two in grants and seven, eii^t or 
nine in loans. 

Mr. Billings. T3aem are seven actually making loans, az^d 
two or three which have passed legislation which are waiting 
fbr a ruling. 

Senator Bfii^kle. so only 22 have actually put up hard cash 

of their own. 

senator Be411. That is where the best progress has been 

made, isn't it, across the country? 

Mr. Billings. Yes. Ilhe states which hav« matching pro^ 
grains have the biggest bat^klogs of waste- treatment plant needs. 
And, interestingly enough, their identification bae3tlogs have 
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earn subsequent to tbeir enaetaasnt of mateblng prograsts not 
preceding their enaetsient of matching programs . 

Bat like Maryland, Main© and New York, they found after 
VoBy put through these major bond issues, the backlog was a lot 
bigger than they thmight it would be in the first plac©* MicM- 
gan is the sams thing. Eaeh tSm we get a new state eoioing in 
with one of tiieu^ wru^'asiis, their backlog goes from |5o million 
up to hundreds. Another state > lilce Itew Haiupshire, it goes up 
to ^80 million. 

semtor 2&i8kie. But ^ 22, this program has been going 
for five years now. !Chis is the best we have done m an incen* 
ti-ve to states and the present fiscal pressures on states and 
localities, I d6n*t thixik m can count on many more of them 
i^sponding to that incentive. I think it is realistic to move 
away from that and get into federal flinding and get thsse things 
built before the cost of building escalates again beyond rea<ih. 

senator Boggs. Bo those 82 states actually a]^propriate 
or ^ust authoriiie? 

Mr. Billings. Tkm 22 states, those are the states which 
have actually m^ ftmds available. Not in all cases have the 
states appropriated sufficient amount of money t6 make whole all 
consmmities at ^ per cent. Hew York, Maine and Michigan are 
a few of the states, Wisconsin, Massachusetts and Oonnectieut. 
Yirgiixla, for exasEple, falls four or five million dollars short. 

Senator Boggs. But they are moving. 
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Mr» Billings. But they are moving. 

senator Muskle, In those states — is this iiig)ression cor- 
rect?-- it has been easier to get state bond issues for sewerage 
construction purposes, by and large » 

Mr. Billings. It might bo iivcu-e© sting to point out that 
in Texas, on May 18, they had a bond issue for waste treata^nt 
plants, ^200 million — soiae thing like that. That was passed 
as a constitutional aioendxiient. But tl^ amendinent raising the 
ceiling on welfare did not. 

Senator Muskie. Co wring the first four points, db I sense 
without putting it to a formal vote that the attitude of tlK>se 
numbers present is affirmative5 that is, the setting of 75 per 
cent federal gr^nt? 

Senator Buckley, X would like to know how we got there. 
Your bill was 55, wasn't it^ 

Senator Jftiskie, It was 50 per cent, plus another- 5 per 
cent for each plant constructed in accordance with a regional 
plan, 

Mr. Billings. Your bill with 6o per cent with that same 
10 per cent with that saiab 10 per cent kicker for a mlnimuia ^ase 
for user charges, and so on. 

Senator Muskie, The reason we went to 75 t>er cent is bi^- 
cause under the law as it has been, if the states had responded, 
the total federal- state contribution would have been 75 per 
cent. And the localities would be 25 per ©en^ or 20 per cent 
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where the regional banus was taken, ! 

So we Just decided that with this great variation of state 
zesponse that the federal government pick up the total of 50 and 
25, and then challenge the states to help the coasnunities on the 

I 

rest* 

Senator Baiter* we l-Kjard Senator Buckley was goirig to 100, 
so we coBQ>roial3ed, (Laughter.) 

Senator Boggs. The 75 per cent federal financiiig doesn't 
bring more money into laeeting the problem. 

senator Muskie. it does in those states that do not now 
contribute. 

Senator Boggs, Yes, in that way, it would. But it is over 
the years, Just what we mentiomd in tlm beginning here; that 
we are going to help thera get the initial plant, but their user 
charges are goit% to have to take care of the future. 

So we don't want to start out with the reverse, it would 
seem to me, or at least we ought to consider this: 75 per cent \ 
would Just diminish local interest in the problem, local concerii 
about the problem, a local awareness of the problem. 

Senator Muskie. Not local, state* 

Senator Boggs. State and local both. Hbs local Id going 
to be concerned about it. X am not exposed to the 75 per cent. 
X don't want to say that. But X Just want to be sure that ail 
of these points are considered and that before we arrive at that 
figure and we are on pretty solid ground. I still have some 
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Senator Muskie, What prompts wb is th© terrible inequity 
as between localities in those states which participate and 
those states which do not. 

Senator Boggs. I ag^ee on that 100 per cent on that. 

Senator MU^kie. It is so unfair. Beally, the budgetary 
pinch which proii^ts taany 6f us to support revenae sharing is 
at the local level nwre than at the state level. Here is a way 
for us to be of assistance directly to the conirauni ties in deal- 
ing with this pst)bifee. 

That is why I would hope that the states who are in don*t 
back off. But in any Case, if they don't back off, that is 
going to be loeemingful r^lifef for those localitiiee. General 
revenue sharing relief, really, because it is going to be funds 
that are free, linz^strict^d so far as tiH» federal govemaient is 
concerned. 

So it will eliminate the inequities. This is what X wanted 
to deal with, and also to take realistic account of the per- 
formance of ti^ states up to this point. I don* t think we are 
going to get many more coming in nbw. 

Senator Boggs. Uhlees we could write something in there, 
a real incentive to keep the states wix> are giving assistance 

grants or loans, to keep them doing that and write some 
incentive to get ttss other states almost a must tb come In there. 
Mdn't we do it in federal aid to education? 

senator Muskie. Yes« But bear this In mind, too. The 
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4 

V66 3.asir has been interpreted so that loans from, states are now 
acceptable under certain conditions in lieu of grants. The 
effect of that is to put the burden on localities. 

The states may put up the money and tl» localities will 
have to repay. 

So ttsa effect of that interpretation is to shift the burden 
of 50 per cent of the cos^ to conmamities. 

I ^'uut tiiihk-f-thihicing now in terms of getting this program 

! 

finished and the plants built— I think that is the wrong iiapres ; 

sion at the kf^rong place, tlie cfxcct of whieh could be to slow 

L 

down the program. 

Our ob^iective as a eonimittee siiouia be to get tissB& plants 
built. I think we are aor^ likely to now. Given three general 
€a?eas of variation between the states, if tiaa federal govern- 
ment puts up 75 per cent and says, "You can fight over who pays 
the govermient 25 per cent, but we ai'e indicating to you that 
the federal govemment thinks it is so ixaportant that we will 
put up 75 per cent of the cost now and, with fHill funding and 
contract authority, hopefully we can get this thing filially 
moving." 

He didn't intend to take a vote anyway. Bttt is it all 

right to include this in the couasittee print? 

Senator Baker. let ne throw out another idea that I don't 
think would be <te serving of being in a committee print yet. But 
you night think about it. 
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What do you tMnk, Senator, of 100 per cent federal financ- 
itiQ with states 4nd local govismnsants to issue reveniie bonds anc 
sell them to a super EFA with the c^cvcuant that rates ana charge 

will be suffieieiit to amortize the bonds and with the authority 

■ 

of EPA to resell those bonds as and when the market would accept] 
them, in order to create a revolving- ftind concept to go forward 
with this and with future construction work? 

Senator MUskie. Charges to repay the full csost. Those 
user charg^^i* '^<^ going to be sky high* 

Senator Jordan « l%ey are going to have to do it anyway. 

Senator Muskle. Efot the 75 per cent federal. The user 
charges that we have been talking about up to now, covering 
operation and maintenance and depz^eiation to cover replacement , 
not to recover what is now being invested. 

If we would have recovery of the cost of construction, th^ 
user charges would be sky high. 

Senator Tumley. It was Just to cost 23 per cent. 

Senator Baker. No, I meant 100 per cent. 

Hbey wouldn' t be sky hi^. ¥e have been saying that all 
QK>ming* For 50 years, though, we have been eelling bonds thtt 
are calculated to amortise the debt issue, principal, interest 
and service charges » for water and sewer systems or for gas 
systems 30, or 50- year bonds. 

But if you dedicate the whole rates and charges of the 
system to their retiresient of principal and interest on these 
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bonds , tbe rates and charjses in effeet would Iseccjme a user fee. 
I don't tliirik it woufLd be prohibitive, if you do it now, 

i 

W, Billings* You aife talking about federal? 

Senator Maskie, He is talking about coBBiunit^es floating 
bonds to cover ftm whole iost of the project and recovering the 
whole cost from user fees, together with operation and mainte- 
nance and replacement. 

Senator ^all. In certain instances it would be prohibi- 
tive because there is a big problem In rural America where you 
don' t have the nosolber of users that can support the system today , 
let alone support an additional user fee« 

Senator B&^er. "Chat ie right. Tb^re is one distinction 
between the statenssnt you made and what J said« under present 
traditional bond issues ^ yoii have a sinking fund requirement or 
a serial bond requirement to pay back the principal and intei^est 
on the debt obligation over a period of years. But tl^re is no 
req^ireiient for a depreciation faxiA, 

In effeet, tl» theory is you ..v.' ovez' 50 years. A 
At the end of 30 years, you are still a viable loaal goiremioent 
and can boirow' the money again. So debt service becoiaeis depre- 
datitn siilking fUnd. Yoii don't havd to duplicate them. 

If you duplicate tbsm, it would be prohibitive. But if 
you don't, make no provision for replacement. Just singly make 
a pi'ovision for retiring this IPO per cent debt, then I thiiik 
tbe rates and charges would be equivalent to what you are talkir 
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about now, e-ven at 100 pe3* cent. 

senator MuskiB • Hbey ai« going to be higher than they 
w\x1€l be before, because now the federal 50 per cent is a grant J 
It doesn't have to be recovered or x^paid by the local users. 

To this extent, you are adding a cost to the local users 
that you do not now have or they would iK^t h&Ye under this othe3 
proposal, 

fhis is the reverse re-venue sharing, ue are going to share 
in local revenues o We sliifting tlm burden » He are going 
to give timm five or six billion dollars in revenuu sharing and 
get it back tbis way, 

senator Baker. No, that is not ricsht. (Laughter*} 

lat m tell you what you are missing. You are saying timt 
we are going to givs them 50 per cent or 75 per e^nt or what- 
ever it is, we are going to give thsm as a federal grant. Ai^ 
then we are going to depend on them to gat 45 per eent, 25 per 
cant or whatever, in local funds. I would like to see samho^y 
do a eooputatibn the total interest cost, for the two iBBthodSk 
I will bet that we could establish, say, a niedian interest cost 
of 4 per cent or 5-5^^ pe^ mm, wMeh ia the ucimal, say, 
interest charge, and buy thaae bonds at that price and hold tdabn. 

0318 total interest cost would be less than them paying 6. 
or 7 per cent on revenue bonds, which they now do to match the 
^5 per eent requirement. 

Senator Muskie. If you could do that for 100 per cent of 
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the cost, ym can do it for 25 pep esnt of the cost and still 
!r&lieve them all inteis^st charsBS on th8 grant portion of 
tba program. 

Senator B^er. I seie I have iK>t captured the laanediais 
fancy of the Chairman. (Laxi^teT,) 

senator jMaaskie, i d[on*t rej'eet it, I think nosf is tt^ 
time to look at: all ideas. 

senator Buckley. Mr. Chairman, I would like to say that 
Senator Baker's proposal has captured say fancy. 

Senator Baker. As I have mentioned before, this is a varis 
tion of the old HHFA concept. I have always thought that HHFA 
ran tiie most efficient operation in this respect I ever sew. 

Senator Tunney. Is td»re any possibility of getting an^ 
figures? 

Senator Huskie . Sur^ » we have 100 per cent cost esti- 

Hr« Billings. A lot of these figures are probably in the 

hearings of 1^8 when wo fiddled around with the vaz'ious foyau- 
las on buying the local bonds and having the federal govemaent 
resell taxaiJle eacm'ities, which was one of the altemati'^s to 
the proposal to underwrite the local bonds. 

Senator Baker. Way don^t you bring out soisa cost figures 
ftwa the '68 heeirings? 

Semtor MuSkie. VJhat is tb@ estimate? 

Mr. Billings. The estiaate we have got here, based on the 
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Conlferenee of Mayors, and so on, is 158 billion by the end of 
1976, figured at a federal 75 per cent, 28.5. so our best 
gwess is that the ^0 billion figure would prevail in the fisea: 
year 1977, *78, and »79, which isaloe^ ^8 billion, with a tail» 
off following. 

Also these estimates a^re total grant ai^ards during par- 
ticular fisael years. Additionally, they rest on two other 
a3susi|}tions: that there will be stable fimding with the cOiility 
of cities to make oossaituiBnts co^ring more than one year; and 
that a base- end planning ai^roaeh would be universal. 

That is from the Assoeiation of Metropolitan sewerage 
iigeneies whieh lia-ue probably done the best Job of categorizing 
and cataloging their actual needs in terms of water quality 
standards. 

Senator Baker. If you want this to flop around in your 
mind, too. Have a ts-ust fund concept added to the financing. 
Bit a federal chares on water and sewerage charges of '*x** per^ 
centum, all water and sawera^ custoBSrs, that are paid into a 
federal trust iimA to be tided for the financing of this project. 

Senator Tam^y. As far as the individuals upon whm the 
cost would fan, how would it diff^sr from re'venue bonds that 
presently are on sewer treat^astant projects? 

The re^nu^ bonds fall, do they not, on e^ry'body in the 
district who uses the system, or do they fall on everybody? 

Senator Baker. «rust users. 
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Senator Tuimey, So the la^aet wo;ila be tiie saasie. 

Senator Baker. Not quite. A3M>st. But in tim 100 per 
^nt concept that I have l>een torturing liere, the impact wotiia 
f all first on tte ufierd, but to the extent that they provided 
federal ftmda to purchase the bonds at a rat^s less timn tne 
then current marlcet rat^, tl^ cost of that subsidy would be 
shifted to tlm general Traasus:^. 

SO it wouldn't quite be Just user charge or x«-venuu concept 
But it would almost be that. 

senator Boggs. iTou wouldn't necessarily have to ha^?e it. 
Thirty years in all probabililgr could be stretched out. 

Senator Jordan. Chairman, could I put a <;piesti6n? 
1333 depa^eiatidn eoncept, it seems to m in this whole conversa- 
tion, it would be ivery helpful if we agreed on whether the $ub- 
co!im2ittee has in mind at tlOB md of the effective life of thdi 
project that there will be essentiall;/ cash on hand, or whether, 
as was earlier suggested, our requirements would be satisfied 
if at the end bf the effsetive lifia of ths project that the 
eoBDsunity intexided to rejilace it through borrowing, revenue 
torrowings, that the revaitoe generated during the lifa of the 
TOplaeement project would aaiortise the revenue bonds that were 
sold to build the replaee&ient facility. 

I thiidc that is very antral to this question of how we 
finance thsse initial projects. 'SIob user charges are going td 
be very hi£^ during the life of the first project, if we are 
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requix'ed to iia'«c- an hand at the end of its life the full re- 
plaeemsint costs* It would be ouch lower If we felt that an 
assurance by the conamnity tiiat it would be able to replace the 
facility throu^i revenue generated by user charges during the 
Xlt'Q of tiB replaeeii^nt faeility. 

Senator Miiskie. if you find it difficult to raise the 
norffiy xkjw, are you going to be better able to do it then? 

Senator Jordan. 'Shey have got to raise essentially twice 
m muQh money if they hav© got to amortize timix local. 

senator BSker. let m put it this way. Public agenci«)8 
aid corporations are different in this, aiaong other respects. 
Public agencies do not kdep a balance sheet showing their as«- 
sets and liabilities as distinguished from profit and loss Itate 
ment to show t^ir cash flow. A corporation has to collect and 
accusailate both depreciaiidn flmds in order to keep from diiiiin- 
ishing their nel worth and lioney to pay the debt, the momy tlxey 
borrow to buy the stuff with to begin with. 

Sftznieipalities, by and large « don*t do that. Tbey onl^ 
pay it bac& with the grabi assusption that afterwards somebii^dy 
is going to loaii money to build it again, so it seems to m 
in whatever concept that we ought not to duplicate both the 
deplete (iiation of the replaeeijsent fund and the cost of debt 
service, because it will loake it truly prohibitivo. I suggest 
we do one or tl^ other. 

Hr. Billings. Does TVA keep a depreciation reserve on its 
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facilities? 

Senator Baker, In two diffterent ways: On appropriated 
funds projects 5 they do not keep a depreciation reserw. On 
internally generated funded projects, they do. 'Sh&t Is my underj 
staiiding of it. Don't hold iae to it. 

MP, Billings, It i^ the easie understaaiding I have with 
gmnicipal electriG utilities, to keep a depreciation reserve on 
projects funded by light and water bonds. 

senator Baker. Not by oonds, by revenues derived from sui'- 
plus above costs and opez^tion. 

Mr « Billings. But t^se surpluses are based on aeeumular* 
tion of depreciation reser^re. So they are paying off ths bdnds 
as well as maintaining depreciation reserves from their rate 
structure. 

Senator Baker. But more often than not the public agency 
utilities, cooperatives, and the like, inst^sad of depreciating 
their plant and service, they charge an "amortlsisttion" , which 
is a flat $100 bn residential and flat $100 on COBsnsreial. 

Mr. Billings. From these municipal utility tewer districts] « 
which opez^ate in very much the same way, is determined how they 
handle this. 

If tfc^y are in fact 'ouilding depreciation reserves, then 
It is legitlmAte to consider here. 

SenatOi" Bckcar.' ¥e ought to get some information on that, 
too, to se6 how TVA does it, how eboperati'ves around the 
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coimtry do it, iraanicipal power ancl water systems, and the like, 
M^. fillings. TiJe had the experience of the nnunicipal 

mter utilities, wMeh basieally do the qbmq thing in a differeni 

S^jiiator Balser, Thera a:ee aoaie cities,-- Ifew York is oiie, 
until recently — where they don' t look at the water system as 
a utility operation, but ratlaer as a public service itaelf • 
They charge a flat rat^« 

?-Ji^> Billings e I3SW Yorl£ City doesn't have a nBter system. 

Senator Budcley. In certain apartssent houses. But not 
gpnerally , 

senator Maskie. I think i^rhaps we have ^out co^ to an 
end of our time. 

aSie xsBKt session is going to be the last one befoz^ we 
have the committee print* I would like to t^2sB up next tiB£! 
tiis iinpleimntation plan, because that has sot^ edntrover^ial 
aspects to it, and try to go tii^ough Title III, Title IV, and 
Title V, if we can; not with votes, but Just to get the feel 

0 f the cosBoittise as to what ought to be included in the com- 
nlt^e print* 

so next time, if you have reserveitions about some of these 
irovisions appearit^ in the committee print, saxy tf these titles, 

1 wish you would be prepared to raise them, so if there are 
proposals in the print that you would like to reserve ftirther 
consideration by the conHBittee on, before they appear in print. 
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we will talce them up, 

we can be very flexible on this. I have no desire to put 
into that cossoittee print anything that any m&mSbeT of tl^ coui- 
mittee would rsially like to digest any farther before he sees 
the light of day. 

Senator Baker, we ^e going to have hearings otl^r than 
the one €ay of he^isi^s on Senator IMnney's proposal? 

Senator Sftiekie. X think we really don*t know at this 
poixit. If we get into Qom of fhsm wilder ideas for financing 
the program^ we may want hearings. 

Senator Tunn@y, would it be appropriate, Mr, Ghainoan^ if 
after consultation with ^nator Bickley and Senator Baker we 
could agree on isosie language between us to have that langua^ 
included in the eomaittfee print that is sent around, as an 
alte3*native prc^sal as to what is now in the print? 

Senator Ifti^kie. In your proposal? / 
SSenator Tunney, Yesi 

Senator Hankie, Certainly, we can consider it next time. 

Senator Tunney, I ain going to be in California with the 
full coonslttee bn hearins© on the ©£w.*th<pake on Jtme 10, So 
I won*t be here. But I will be eonsolting with Senators 
Buckley and Baker, and masf'be %r© eould agree on sooe language; 
that that then ebuld be proposed at the next neeiing by Senator 
Buckley or Senator Baker and include it in the cooMlttee print. 

I have one other point, Mr, Chaiinian, X am not going to 
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l)e "mre nest tine, but I reaia^ do feisl that there are some of 
the enfbrcenseint pti^oirisions wbich before we release this coistait- 
tee print have fisot to W gone over very, very earefully, I can 
raise them now or I can aipe«lc to Mr. Billings privately or 
spsak to you privately about ttem, 

Bit I ha-^ spent several hours going over some of these 
enforcement provisions. a fellow that used to practice law, 
I have the feeling that ioiae of ttese enforcement provisions 
would be a delight to ths attK>meys, because they would be able 
to substantial £^ei£(, but could really injjure oiar pitsgram, 
which is t» get e:^ditiou8 action on iiapleiaentation plans. 

If you are interested, i could go over just a couple of 
the provisions which i tMjiis: — Is this ax^prqpriate? 

senator l^^dkie. Yes, go ahead. 

senator Tutmey. £@t* s stas^t off at page 17* I am not i^urc 
It my be taken care of, but it seems to me there is a possi> 
bility that to ths extent 1»3 which federal enforcement proced- 
ures are to pre-eiupt state enforcement, that it may be unclea^ 
to those who are working wi^ the Act. 

Bo t!» federal enforc^nent procedures pre-eispt the 3tat#? 
And, if they do not pre-empt the state, then I think it ou^i 
to be clecti^ that you cannot have a corporation or an individual 
polluter teing attacked in court by both the state and the 
federal governiaent for tiiie saae v3,olation. itecause I tbink that 
that Just ads substantially to the cost of the litle^tion for 
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ttm polluter. It eould be duplieative <, 

lHasn you would have the probles^ of Joinder, nthdve the 
defense counsel would final]^ get the paarties joiiied, and that 
would add an e xta>aordinary aaiount of tiaie. 

so X think we ought to make it clear what the situntion 
is with 3?egard to p7e»eBi|>tion« if there is no pr^-en^tion, the 
I thinic we oi2ght tb spell out whieh party !»s the responsibil- 
t^, the state oi> the federal govezmient, initially to go in. 
If one goes in, wl^n the responsibilities are of the other in 
joining in the Suit. 

toother provision, on page kl, you have citisen suits, 
which X think is fine. X ais in no we^ opposed to that. But 
I think you could have sojbs problems with the citizens suit. 

let* s say ihat the state agency and EFA issue a permit to 
a potential polluter that he is in cdagpliancd with the ia^le- 
mentation plan. 

Bat let' s day that you have a citizen suit against the 
potential polluter saying that the EPA and the dtate dhould 
never have sertiflcated him as being in eoneurvenee, in coopli- 
mce with the iii^le^ntation plan, or that the is^lefiisntation 
plan isBO^ood. Xn other words, I can see where the corpora^ 
tion or the individual will be held responsibile where, in j^ct 
the Gitisen suit should be against state or agadnst EPA. Why 
should tl^y beaa- t'm burden? I thinlj: that aajybe you ought to 
have soiae provision in there that, if there is a certification 
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by tiiE state and EFA of eoispliancje , then any citiisen suit has 
to be bjpought against EPA or the state rather than against the 

Senator Baker.. You are rig^t. I tiii£^t also note that at 
th@ last session I argued that long and hard in the QoTsmrce 
Committee and got run over by every single ms^er. Nobody agreed 
with Dffi. 

Senator Ofuimey. X agree with you. #i:iaueihter.) I didn*t 
Imow you raised it. 

■I 

On pags 24, At&iinistrator has an extremsiy broad riie^t I 
of entry. If yoix ^ust taice a look, the Administrator has the 
rigl&t to require the oitner or operator of any effluent soiar^ 
to establish and maintain records. ^That about ths householder? 
Can iB be required to mediitadn records? *Ihe Adminis tr ator then, 
down at 2, or his authorized repz^sentative, upon piqisentation 

I 

of his credentials, shall have the right of entry to^ upon or 
throx2gh any premises on which an effluent source is located* 

Does that losilce EPA tlx- gi^and soner of the world? 

I can very easily imagine a situation where, if X had a 
septic tank tSmt was overflowing, that under tWLS language you 
could suddenly find yourself faced with a riglht of entry by E^A. 

Mr^ Billings, v7© would sail nsBw. no->kiioeks Euefeelahaus. 
(lAui^ter.) 

Senator Tunmy. 'JSben, under Section 309 j which would be 
page 25, it takes loany readings of this Section 309 to appreeiata 
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the point that I am goiiig to make. But X am going to try to 
be as clear as possible. 

Vxider Section 309Ca)(l), if you h&vQ a state tiiat is doing 
the ^'ob, that is atteaipting to retire eosaplianee of an iaplQ- 
mentation plan and the Adizdnistacator finds that a person is in 
violation, he then has a choiee. He can either issue an order - 
first he notifies, then he issues an order •>* or he can bring 
a civil suit in accordance with subsection (b). 

If you go to subdection (b), tha Adssiiaiistrator shall com- 
senca a civil action for appropriate relief, including a perma- 
nent or teifi|)orery injunction, whene\eer any person, under bz^Si, 
violates, fails or refuses to coisgply with any order issued 
under subsection (a). 

So you have to have an order. But if you go to Al, it 
says he either ban issue an order or file a suit. So it is 
circular, in a sense, because if you go to B, that says you have 
bo issue an order, you go back. 

ystm Jorling. a%e list under (3) is in the alternative 
1, 2, 3 or 4- axiM/or 2 violates any requirement, or violates 
Section 305 or joS, 

Senator Tunney. During any period of federally aesuned 
enforceoent, which Is 30 9^2 » 

Mr. Jorling « Bs has the alternative to issue an order oir 
proceed in a civil action. Be can proceed in a civil action 
for any of tl%t four items listed. !Cbey are not all qualified 
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by 1, which is tl^ -^olatiOB of an order* 

senator '^mmy. Eight. But 2 says "violates requireBsent 
of asi agplieable iiig)leiBentation plan" which is 309A.2. Ifhsn it 
goes on, *^or mare than 30 days after hearing be notified by the 
A&Binistrator luifler subsection (a)(1) of the finding that such 
person is violating such a requireisont" • | 

Bat, if y<8i go to siibsectioa (a)(1), you see that after | 

I 

xK>tification, he nust also issue an order, because "shall nOtityj 

I 

thi@ person in violation of the plan and t'm state in which the 
plan applies of such flMing and shall prcMptly issue an order"* 

Mr. Jorling. Oc he shall bring a civil action. 

^nator Tiinney. But, if you go to B, it says that the 
action can only be brouifht if axi gf^t is iss^d, or if the2« 
ias be@n no notification. Where you have notification, under 
309^9 ycu have to have an order being filed. 

yte, Jorling. It certainly was not the in^ntiop of the 
draftsman to provide that diXesBBa. 

senator luziney. Z it is a defense counsel delight. 
There is another problem, under Al, where you assume that the 
state is attempting to do the Job, or is in cei^lience, at that 
particular time, ti» Administrator Can tumiediately issue an 
order and. at tisie that hB has issued an order, there is then 
a necessity for a conference , and after the conference you can 
bring action. But you have to have the conference, because 
under Section 309A4, it says, 'iten order issued under this sub- 
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section shall not talce effect until the person to wIkjib it is 
issued has an opportunity to confer with the Administrator" • 

senator J6rdan« I thix& what was envisioned was tiiro sets 
of eireuffistancess one, in 309A2g where the state was failing in 
a widesp3^ad to enfor<^ the Act, under both eireusistanees, 
the A«iiid.ni3trator can file a civil suit without issuing an 

B^ever, ^l»re he is not federal!)^ assumed under B or tinder 
AS, he must isstze an order, there must be a I^aring and on3^ 
then can he fail to bring a aivil action^ 

X think it is ps^bably not clear from the language • But I 
think that is what is intended, 

senator Ttmney. I <l6n*t have any objuetions to the thziist .j 
as such, of what you are gettiiiig at« I Just thinte that tf» 
language itself is confueing. 

If I had a de£bnse attorney and I had a polluter, X would 
say edt out ot town, get lost, because lOiey ean*t go into court 
against you until t^iiey Imve the conference. 

Senator ISiskie. Our next day ia^ the 10th, all day. We 
will adjcmm miktil then, 

(whereupon, at IS;^ p.m«, the coaodttee adjourned, to 
reconveii© juiie 10, 1971 «) 



